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REPLY COMMENTS OF U S WEST COMMUN TIONS, INC.

I. THE COMMISSION SHOULD PROVIDE CARRIERS WITH REASONABLE
FLEXTIBILITY IN ACCOUNTING FOR AFUDC
U S WEST Communications, Inc. ("U S WEST") generally

supports the Federal Communications Commission’s ("Commission")
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Construction ("AFUDC"), as outlined in its Notice of Proposed
Rulemaking in the above-captioned proceeding.' Therein, the
Commission proposes to change the accounting method and
ratemaking treatment for AFUDC from one utilizing a rate base
treatment for short-term plant under construction and a
capitalization method for long-term plant under construction to a
revenue requirement offset method of accounting for all plant

under construction.?

The latter accounting method would be more
in accord with generally accepted accounting principles ("GAAP"),

in that it would require carriers to capitalize interest on a

'see The Accounting and Ratemaking Treatment for the

Allowance for Funds Used During Construction, 8 FCC Rcd. 2084
(1993) ("NPRM").
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basis that is consistent with Statement of Financial Accounting
Standards ("SFAS") 34, Capitalization of Interest.
U S WEST encourages the alignment of regulatory accounting
practices with GAAP. We share the Commission’s preference for
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the use of GAAP in federal accounting rules,
appropriate. Thus, in theory, U S WEST supports the Comments of
NYNEX, Ameritech and Southwestern Bell.*

However, U S WEST does not support the establishment of a
mandatory accounting method for AFUDC in those circumstances when
the AFUDC is not determined by the accounting carrier to be

material enough to require capitalization. In this regard, we

support the arguments of BellSouth and the Florida Psc.’

3see id. at 2085 § 6, 2086 { 15.

‘see generally Comments of Ameritech Operating Companies
("Ameritech"), Southwestern Bell Telephone Company ("Southwestern
Bell") and NYNEX Telephone Companies ("NYNEX"), filed herein
May 13, 1993. NYNEX, Ameritech and Southwestern Bell’s Comments
are more unconditionally supportive of the Commission’s proposal
than U S WEST is comfortable with. See further discussion below.

’See Comments of BellSouth Telecommunications, Inc.
("BellSouth"), filed herein May 13, 1993, at 3; Comments of the
Florida Public Service Commission ("Florida PSC"), filed herein
May 13, 1993, at 2. U S WEST supports the materiality discussion
contained in the Comments filed by BellSouth and the Florida PSC.
See id. We do not, however, agree with their conclusion (i.e.,
that the Commission should not adopt the revenue requirement
offset method of accounting with regard to AFUDC and should adopt
the rate base method). See BellSouth at 3-4; Florida PSC at 2-3.
AFUDC may be immaterial to BellSouth, and perhaps to other
carriers. Adoption of the rate base method across-the-board,
however, would imply that AFUDC is immaterial for all regulated
carriers, both now and in the future. The industry would not be
benefitted by adopting such an absolute position.
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U S WEST believes that carriers should be accorded the

flexibility to decide whether to account for AFUDC under the
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the accounting carrier makes a company-specific determination

that AFUDC is immaterial. Such flexibility becomes increasingly
more appropriate in light of the advent of new entrants and
burgeoning competition in telecommunications. In such an
environment, requlated carriers should be permitted to report
their results of operations on a basis that is consistent with
other companies operating in similar technological and
competitive environments.

It is not clear from the NPRM the extent to which the
Commission would make mandatory the revenue requirement offset
method of accounting, regardless of whether or not the amounts to
be capitalized are material.® U S WEST urges the Commission not
to make the use of such method mandatory in all circumstances.

SFAS 34 itself would not require a carrier to capitalize

AFUDC in those circumstances in which the carrier determines that

For example, in the NPRM at § 15, the Commission suggests
just that, stating that "a single method that is consistent with
GAAP can be expected to simplify accounting and reduce carrier
recordkeeping. . . ." NPRM, 8 FCC Rcd. at 2086 ¢ 15.
Furthermore, the Commission’s proposed rules (as stated in the
Appendix to the NPRM) do not reference a materiality component.
Id. at 2087-88. On the other hand, later in the NPRM the
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the amounts at issue are not material.’ The application of SFAS
34 to immaterial items is not required, although it is not
prohibited.

U S WEST encourages the Commission to provide for similar
flexibility in its proposed Part 32 Rules. Carriers should not
be required in all cases to capitalize AFUDC interest. Requiring
a carrier to account for immaterial amounts imposes unwarranted
accounting burdens on the carrier without any corresponding
demonstrable benefits. If a carrier determines the amount in
question to not be material, the carrier should be permitted to
account for the operations as it deems most appropriate for its
operations. 1In light of the fact that SFAS 34 would itself
provide for such accommodation, the Commission should provide for

similar accommodation in its requlatory practice.?

II. CONCILUSION

U S WEST supports the Commission’s proposal to move to the
revenue requirement offset method of accounting for AFUDC, with
the caveat that the full significance of SFAS 34 be accorded

Commission support. Thus, if a carrier deemed AFUDC not material

'SFAS 34 itself states, "The provisions of this Statement
need not be applied to immaterial items."

8MCI’s argument that the Commission should "not allow the
LECs to charge for any investment until it can be considered
‘used and useful’ for the provision of telecommunications
service[,]" is regressive. See MCI Telecommunications
Corporation ("MCI") Comments, filed herein May 13, 1993, at 4.
As the Commission’s NPRM recites, the accounting history
associated with AFUDC at the federal level has never been so
circumscribed. See NPRM, 8 FCC Rcd. at 2084-85 qY 3-6.
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enough to be accounted for under the revenue requirement offset
mathod, it would be free to utilize a different acocounting

methodology, such as the rate base method.

Respectfully submitted,
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